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& Porter, for Bechrtel Hanford, Inc., an interested party,
Ronald E, Cone, Department of Energy, for the agency,

David A, Ashen, Esq., and John M, Melody, Esq., Office of
the General Counsel, GAO, participated in the preparation of
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DIGEST

1, Protest against agency cost evaluation is sustained
where agency accepts proposed costs without adjusting for
differing approaches to identifying evaluated management
and support effcrt, which resulted in the awardee assigning
significant costs to the unevaluated envivonmental restora-
tion effort which cost were based on projected funding
availability, not actual costs; since the government
generally is bound to pay the contractor its actual and
allowable costs, regardless of the costs proposed, a cost-
realism analysis must be performed on proposals for a cost-
reimbursement contract -2 determine the extent to which an
offeror’s proposed cests represent what the contract should
cost, assuming reascnable ecorncmy and efficiencry,

2., Protest that discussions were inadequate is denied where
agency’s question to protester during discussions was rea-
sonably calculaced to lead generally into the area of its
proposal requirina amplificaticn,

"The version dated October 12, 1993, contained confidential
source selection sensitive information and was subject to a
General Accounting Office protective order. This versicn of
the decision has been redacted. Deletisns in text are
indicated by "[deleted}]."



RECISION

.

Parsons Environmental Hanfzrd, Inc, and Waszts Manzgerenc
Environmentzl Services, Inc, {(WMES) prcotest ths Cepartment
of Energy’s /(DOE) award <-f a contract tI Eezhntal Hanlord,
Inc., under request for prcopesals (REP) No. CE-RPLc—=3ZRL-
12367, to act as the Environmencal Restoration Management
Contractor {(ERMC) at DIE’s Hanford Sice. 2Parscns and WHMEZS
challenge DCE's avaluat:on of rtechnical and price pripcsals.
In addition, WMES argues that 0OE failed t2 engags 1n mean-
ingful discuss:ons concerning perceived deficiencies 1n :its

proposal,
We sustain Parsons’ protest and deny WMES'’s,

BACRKGROUND

The ERMC solicitation contemplated award of a sost-plus-
award-fee contract for a contract period of up to

8 1/3 years--including a 4-month transition, S-year base
period and 3-year cpticn--to provide technical and manage-
ment scaff to plan, procure, manage and integrate the
activities required--including characcterization, remedia-
tion, decontamination and decommissioning of waste sites and
faciliries--to accomplish the environmental remediation of
the Hanford Sire, Alchough nhe specifications provided for
the ERMC to furnish management and supporr services and
possess the in-house capability to conduct the majority of
remedial investigations and feasibility studies necessary to
define and quantify the nature and extent of contamination,
~he ERMC was not itself espected to perform the actual reme-
diavion work., Rather, the specifications provided for the
ERMC to subcontract remedial design, decommissioning, decon-
taminacion, construction, transportation, and other remedial
and corrective services,

The solicitation provided for evaluation of propesals based
on technical/business management and cost factors, The
technical/business management factor encompassed four evalu-
ation criteria, including (1) personnel and organization
(for which a maximum of 2,400 of 6,000 total technical/
business marnagement evaluation points were available), which
was stated to be significantly more important than (2) expe-
rience of the firm and (3) program management, which were
stated to be of equal importance (1,500 points each); and
(4) corporate commitment, which was stated to be less
important chan firm experience and program management

(600 points). The solicitation stated that cost would be
less important in the evaluation than the technical/business
management factor. The RFP provided for evaluation of
proposed ceoste to establish reascnableness and appropriate-
ness of cost, "]e)valuated probable cost to the [gjovern-
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ment, ' offerar’/s understanding I the Wwirs 307 [Iizr::’s
financial capabilizy t2 perform,
The sclicitation limired the 223t dats reguirsza =1 o=
supplied by offersrs, With rescect =2 -hne Dizs Tirorzlc
period, it instrucgted cfisrzrs -hat oroctzszls:
"{slihould only reliect esrimared C2sTs Tl Ce
incurred fcr administratian, pregram managsEment,
prejecrc control, gquality assurance, fety an
*

3
r sa
health, procurement, and sther suppore
Such costs related £ [remedial invest
feasibility studies] work performed by
should be excluded and segregated to che excent
practical, Direct labor and associated costs
should be submitted fcr all proposad Xey, manage-
ment and cther personnel anticipated for project
management and support functions, Estimated costs
for any force accourt, craft labor or subcontract
effort to perform environmental restoration activ-
icies are not required, Estimated coscs for
actual environmental restoration activities such
s assessment, remediation, decontamination,
monitoring, erc. are provided in (a)ttachment
[Mo,] 2."

1=
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Offerors were instrucred to base "heir estimace of manage-
ment and support costs in the S-year base period upon the
third 5f three possible fundiny scenaries (providing for
$723,315,200) for environmental restoration activicies set
forth in attachment Mo, 2 to the RFP, With respect to the
3-year option period, however, the solicitartion did not
furnish a figure for the expected budget for environmental
restoration work; instead, offerors were instructed to esti-
mate the level of environmental restoration activities dur-
ing the option period, which would form the basis for calcu-
lating the necessary management and support costs, by "using
an escalation facteocr of ten (10} percent per year applied to
thne fiscal year 1958 cost breakdeown" (in the case 3 funding
scenario) .

Five offerors summitted proposals in response to the soli-
citation; three, including Bechtel, Parsons and WMES, were
included in the competitive range and after discussions were
requested to submit best and final offers (BAFQO).
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Based upon its evaluacizn =% EArls, ICE rztea Becntsl’s pro-
posal highest; scoring for the teshnizal’hmisinsss ranzyement
proposals was as fxllows:
[echte. Farscns AMEZ

Perscnnel/ 2,372 2,162 LA

Jrganization

Experience of 1,200 1,358 1,233

Firm

Program 1.4928 L, 35%c 1,284

Management

Ccrpcrate 5le alé L3¢

Commitment

Total

Technical/

Business 3, 173¢ 3,472 4,337

DOE’s Source Evaluarticn Bocard (SE3) found zhe Bechrel and
Parsons proposals "equal" with respect t> relevant past and
comparable firm experience and "basically egqual" with
respect to program managementc; it also assigned them equal
scorecs ninder the evaluation criterion for corpcorate commit-
ment, However, the SEB rated Parsons’ proposal "signifi-
cantly lower" than Bechtel’s under the criterion for pro-
posed personnel and organization, primarily because of
Parsons! lower score with respect to xey people {which
accounted fcr 200 of the 284-point difference in total
technical/business management scores). While Bechtel was
evaluated as proposing an "extremely strong top management, "
the SEB concluded that Parsons’ top management "did not
demonstrate very strong leadership qualicies"; 10 of
Bechtel’s top 14 proposed managers (including its president)
were rated as outstanding and 4 as good, while only 8 of
Parsons’ proposed top 14 managers were rated as outstanding,
5 as good, and its president as only satisfactory,.
Transcript (Tr.) at 753-753,

WMES'’ proposal was rated significantly lower than Bechtel’s
and Parsons’ proposals under three of the four technical/
business management subcriteria--personnel/organization,
firm experience and prcgram management, With respect to
personnel/organization, which accounted for 500 of the
799-point difference in scores relative to Bechtel, the SEB
found that WMES’ proposed managers possessed less relevant
experience with the governing environmental statures and
regulations than did Bechtel’s and Parsons’ managers and
that WMES had proposed the most complex organization of the
three, with an "excessive number of organizations whose
interactions would be necessary for the performance of
work." Likewise, the SEB found WMES' approach to program
management to be weaker; in contrast to Bechtel and Parsons,
which both proposed "a dedicated project team concept
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applied directly nc ey worx areas,'" WHMEIZS! Crioizez Tatre
management approach was viewsd as invilvini a vory larie
number of corganizartions and the diffused azsigrmenz o7
responsibility for accomplishing worxk tn ®ey areas, 1o
addition, the SEB concluded -—hat WMES' grcolsed approach
(and initiatives) failed t3 fully take nti az:--unt -—hi2
stanus (and demands on resources) ¢f rhe Turrent prIirarm it
Hanfard, The SEB also rated WMES lower under —he pass
experience cricer:cn because 5f irs percerved limizad ITE
environmental restoratisn experience on large cIntizuIus
sites {(similar to Hanf:ord) and ivs limiced adrperiance in
handling mixed wastes (similar co thcse found at Hanfsrod),
The SEB generally found rthe offerors’ propcesed costs ang
fees, as set forth below, to be reasonable and apprcpriate,
Bechtel 3 ns HMES

Trapsition $ 4,280,538 5 3,865,003 3 4,336,743
Base
--Management 56,111,140 38,875,211 66, 309,814
--Restoracion 723,315,000 723,315,000 723,315,000
--Fee 77,938,747 71,300,000 58,382,000
----Total S 837,304,327 3 333,09C, 211 $ 343, 20s,914

Base
Ooption
--Management § 38,611,834 $ 42,430,208 3 45,477,283
~--Restorac:on 646,605,191 601,478,000 590,822,000
--Fee 68,518,971 58, 900, 000 47,048,000
----Total $ 753,735,996 S 702,808,208 S5 683,347,283

Oprion

Total Contract 31,513, 381,439 31,540,366,51z $1,535,684,797

Nevertheless, the SEB determined that the proposals were not
comparable in this area, concluding that "the proposed costs
fairly represented the probable cost to the [g]lovernment for
the ERMC management and support, subijegt to varianges in
assumpntions." [(Emphasis added.,] Specifically, the SEB
noted that its financial adviser had discovered certain
significant differences between the proposals which,
according to the adviser, reflect the "unique approcach to
the ERMC effort" proposed by each offeror and "discort any
comparison of a bottom line amount." For erample, the
financial adviser noted that while Parson’s costs were based
on proposing 2,292,908 productive labor hours, WMES'’ pro-
posal was based on only 1,715,189 hours and Bechtel’s on
only 1,533,940 hours.' (The financial adviser also noted
that while applicecion cof the sclicizariozsn instrucricns for

‘The SEB’s financial adviser also noted that the proposed
average hourly labor rstes and fringe benefits differec
significantly. Thus, Bechtel’s hourly rate of (deleted]
[deleted] Parsons’ (deleted] and WMES’ ([deleted], while
Parsons’ and WMES’ allocaticn for fringe benefits apparently
[delected)] BRechtel’s,
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calculating envirsnmental rezTiraticn WIrd Lo tThe pmiin
y»3rs should have resulred i an estimacts I 1337,z millizn,
offerors instead had arrived at different resulig, ranging
from Bechtel’s assumption of 3 $646,0053,191 c.ildget, =:
Parsons’ S$601,478,000 and wWMEZS' 3$390,822,5°0,; Bassaz zn iws
evaluation of proposals, including propcsed swififing, the
SEB concluded that the cust differences, particzularly in
direct labor costs and staffing, zzould ke "directly atcrip-
uted to diffzarences in (i) stafii experiencs (e.3,, Iutstand-
ing ratings for strong personnel), (ii) 10 Jr3anizational
structure (flat versus complex), and (iii) <he use £
subcontracrts." According o zestimony given it the hearing
our Office held on these protests, the SEB specifically
found chat the staffing plan of each offercr was reasonable
for the management and support approacph praposed, TR atc
204, 214-231, 433-446, 536-537, 713, The 3EB, nhcwever,

further determined that:

"l{d]ifferences in each 2% 2r’s assumpr:ons

resultc in a lack of compa ility bercween each
offaror’s toral costs for e ZRMC management/
support., This has occurred primarily because the
SEB and offerors are unable to accurately segre-
gate subcentract costs inno the summary work cate-
gories of {environmental restoraticn]l activity or
management/support."”

£
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r
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Nevertheless, the SEB ulrimarely concluded that while there
was a "definiticnal problem in this area,” the number of
personnel at issue was probably no more than 10 and certain-
ly was "relatively insignifizant," Tr, at 542, 552, 554,
716.

In his contemporaneous source selection decision, the source
selection official (SS0) stated that he was selecting
Bechtel for award based on its outstanding top management
team and the strong personnel throughout its organization,
and based on his further view that Bechtel’s flat organiza-
tional structure would contribute to the efficient perfor-
mance of the statement of work, Although the decision
memorandum indicated with respect to cost only that the
proposed costs and fre were considered acceptable, subse-
guently, in response to Parsons’ and WMES’ protests, the 550
explained that he had also considered the materiality and
relative significance of the difference in costs. He indi-
cated that given the '"relarively small magnitude" of the
cost differences "{w}hen considered as part of the total
contract costs"--3 1/2 percent cetween Bechtel and Parsons
and 5 percent between Bechtel and WMES--he had concluded
that cthe differences "would not be sufficient to affect

my determination that Bechtel’s technical and business
management superiority was more important.”
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PRRSOMNS PRCTEST

Parsons contends that the cost evaluatiin wa
because DOE failed £o estimate a prcbable I:
offeror’s performance of the entire ERMC contraco
che environmental restoration work, based cn zhe
particular proposed approach., Parsons further =

= S - s

30

that, even with respect to the management ard 3
portion of the contract, DCE’s most probabls I:
was incomplete because the agency failed t:i re:
{1) che overall significant differences in prcp
tive labor hours between Bechtel (1,533,940 hcu
(1,715,189 hours) and Parsons (2,292,908 hours), and (2) the
differing approaches of the firms to segregating the manage-
ment and support effort (which offerors were raquired to
cost based upon their own estimates of the necessary effort)
from the environmantal restoration effore, for which a
budget estimate was furnished in the solicirtation., The
protester specifically challenges the SEB’s ultimarte conclu-
sion that any difference in proposed personnel was "rela-
rively insignificant," amounting to probably no more rhan

1) persons,

<y D oty e
[ ]
2

When agencies evaluate proposals for the award of a cost-
reimbursement contract, an offeror’s proposed estimated
costs are not dispositive because, regardless of the costs
proposed, the government is bound to pay the contractor its
actual and allowable costs. Federal Acquisition Regulation
S 15,605(d). Consequently, a cost realism analysis must be
performed by the agency to determine the extent to which an
offeror’s proposed costs represent what the contract should
cost, assuming reasonable economy and efficiency. CACI,
Inc.—-Fed., 64 Ccmp. Gen, 71 (1984), 84-2 CpPD © 542, The
contracting agency is in the best position to make this cost
realism determipation, and our review of an agency’s exer-
cise of judgment in this area therefore is limited to deter-
mining whether the agency’s cost evaluation was reasonable.

General Research Corp., 70 Comp. Gen. 279 (1991), 31-1 CPD
< 183, aff’d, American Mamt. Sys., Inc.; Depargment of the
Army-—-Recon., 70 Comp. Gen. 510 (19%91), 91-1 CPD < 492; Grey

advertising, Inc., 55 Coemp. Gen., 1111 (1976}, 76-1 CPD
§ 325,

The S50 and the chairman of the SEB testified that given the
differing approaches of the cofferors, the choice of contrac-
tor would have a significant impact upon the total cost of
performing the contract work, including the environmental
restoration work. Tr. at 720-72%, 777, 780, 786-787.
According to the $S0, it was his expectation that the firm
with the strongest qualifications and team, which he deter-
mined was Bechtel, would achieve the lowest cost of per-
formance. Tr. at 780, 787-789. Nevertheless, the 830
restified that "it was not possible to estimate the impact
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......

on actual cost of peripsrmance” of the overall contract based
on the choice oI contractor because trhne offarors did not
furnish detailed cost or pricing data concerning the envi-
ronmental restoration work irself, but instead {(pursuant to
the solicitation instructions) used the agency estimare for
such work, Tr. at 777, 789,

“le nave no basis to object to DOE‘s failure to evaluate the
probable cost of each offeror’s approach to performing the
environmental resczoration work, Consistent with the general
requirement to evaluate the realism of proposed costs, the
solicitation provided that the cost data supplied by offer-
ors would be evaluated to establish the "[elvaluated prob-
able cost to the [glovernment," However, the solicitation
also requested submission of cost and pricing data only for
the management and support costs; it spepifically advised
offerors thact estimated costs for environmental restoration
activities were not required and that chey instead should
use the budget estimate for this effort which was included
in cthe solicitation, We chink it was clear from the RFP
terms that the agency did not intend to evaluate the cost
of the environmental restoration work, but would only
evaluate the most probable cost of the remaining elements
of the contract, If Parsons believed that DOE should also
evaluate the most probable cost of each offeror’s approach
to performing the environmental restoration work, they were
required to protest the agency's intention, which was appar-
ent on the face of the solicitation, prior to the closing
date for receipt of proposals, See 4 C.F.R, § 21 {a) (1)
{1993); Holmes & Narver, Inc,, B-~239469.2; B-239469.3,
Sept. 14, 1990, 90-2 CPD 9 2i0,

On the other hand, as indicated above, Parsons could reason-
ably expect from the terms of the solicitation (and from the
general requirement for a cost realism evaluation) that DOE
would evaluate the most prohable cost of performing the
contract other than the direct cost of the environmental
restoration work itself, We agree with the protester that
cthe agency'’s evaliuation did not satisfy this requirement.
Although the SSO testified that he determined that the
respective proposed management and support costs of each
offeror were in fact the probable cost of accepting each
proposal, the record does not support the $80's determina-
tion. Tr. act 771, 773-774. DOE's cost evaluation did not
adequately reconcile the significant discrepancies in the
segregation of the evaluated management and support costs
from the effectrively unevaluaced environmental restoration
costs {which led to the exclusion from the evaluation of
Bechtel’'s proposal of certain costs which were defined by
the solicitation as management and support costs), in each
offeror’'s overall levels of evaluated management and support
effort, and in the calculation of fees. As a result, the
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relative cost of Bechrel’s manzgenent a3nd 3Upcirt 2II:1rt W#as
significantly understarted,

Again, the SEB and its financial adwviser conoluded chan
differences in each offersr’s assumptizns, inzluding, pri-
marily, their seygregation of che evaluated manijement and
support costs from rhe effectively upnevaluated 2nvirconmental
restoration costs, resulted in "a lack cf comparabilizy"
between offerors’ estimates 2f management and suppsrt IIsts,
As noted by Parscns, the financral adviser nad found that:

"to establish comparapility some portoon £
Bechtel!s sub{contract] costs should be reclas-
sified as management and support, Conversely,
some portion of Parsons and W-M (WMES] should be
reclassified as [environmental restoration] activ-—
icy cost., We are unable, however, ©c clearly
define whar is manigement and support. Thererfore,

we cannot effectively classify -he prcposed
subcontract costs as either [(envirenmentcal
restorationl activity IJr management/suppert.,”

Although a precise segregation of management and support
from environmental restcration activity may have been
unobtainable based on the cost information available, our
review of the record shows that ar the very least, the
agency was aware that there was a significant discrepancy in
of ferors’ approaches and that the relative probable cost of
Bechtel'’s proposal was likely to significantly exceed its
proposed cost, Under paragraph C-2 of the specifications,
quality assurance and industrial and radiclogical and health
programs were included in the overall management support
function to be provided by the ERMC. Tr. at 537-538,
601-602. Likewise, the RFP’'s instructions for the prepara-
tion of proposals advised offerors that proposals "should
reflect only estimated costs to be incurred for administra-
tion, program management, project control, guality assur-
ance, safety and health, proccurement, and other support
functions." (Emphasis added.) Parsons included the cost
of approximately 40 non-secretarial, ron-clerical quality
asisurance and environmental safety and health positions in
its initial evaluated management and support effort,
increasing to a total of 45 positions in future contract
years. (Likewise, WMES apparently included 26 positions
initially, increasing subsequently 2o approximately 3¢
positions.}’ In contrast, Bechtel only included 1l quality

2plthough WMES’ proposal stated only that 29 positions
initially, and 39 ultimately, were allocated to quality
assurance and environmertal safety and health, WMES has
advised our Office that 4 of these positions were allocated

to secrectarial or clerical persons.
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assurance and environmenti. S3Ie
within its evaluated managemen:

Of course, offerors are genera ly free s cr
approacines to performing the same work, g
financial adviser noted that while Parsons and WM
independent quality assurance oversight units (w
9 to 12 POSlthHS respectively), Bechtel vh::h
only € qua;ity assurance posit:ions, 1nsceq3 amg
responsibility of its managers for quality azzarv
Tr. at 536-538, 1In facc, however, the reccrd =
Bechtel included in its unevaluated environmenc
tion effort positions in the areas of guality a
environmental safety and health that the solici
included in the overall management and support ef .
Bechtel’s proposal manager tescified chat addition gialicy
assurancé personnel were in:luded in ics dedicarted Droject
rteams, Tr, at 800, Furcher, according tc Bechtel’s propos-
al manager, it has been Bechtel’s practize that only "
certain fraction of the quality assurance pecple and the
health and safery people" charge to the overall management
account; the remainder charge to the "task account, acrually
to dedicated project teams." Tr, at 801-802, Likewise,
members of the SEB, including its chairman, testified that
they understood that Bechtel had included quality assurance
and environmental safety and health personnel as part of ics
environmental restoration effort, Tr., at 437-438, 441--442,
447-451, 688-690. Indeed, they testified that it was within
the discretion of cfferors to decide whether such personnel
are included in the management and support effport or the
environmental restoration efforc, Tr, at 450-451, 710. In
other words, in addition £o the qualicy assurance and envi-
ronmental safety and health rositions which were included in
Bechtel’s management and support portion of its proposal,
and therefore were considered in the cost evaluation, addi-
tional positions were excluded by Bechtel from the cost
evaluation because they were considered part of the environ-
mental restoration effort for which DOE had specified a
fived budget,
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As noted by the SEB’s financial adviser, in order to estab-
lish a comparable basis for comparison of Bechtel’s proposal
with those of Parsons and WMES, some of Bechtel’s environ-
mental restoration effort should be reclassified as manage-
ment and support activicy and therefore included in the cost
comparison {and likewise, some oI Parsons’' and WMES’ manage-
ment and support effort should be reclassified as environ-
mental restoration and therefore excluded from the cost
comparison). The magnitude of the adjustment required is
indicated by the 29%-posicion initial, and 34-position ulti-
mate, difference in the quality assurances and environmental
safety and health staffing included in Bechtel’s and
Parson’s evaluated management and supporc effercs. The
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magnitude c¢f the reguired adiustment s furthsr sugrested oy
Parsons’ proposal of 758,968, or 43,5 percent, mire rfroduc-
tive labor hecurs than Bechte.; Parsons’ additicnal =fizre
amounts to approximately 49 addi-ienal man-yesrs cer « 2ar
although the precise adjustmen. required in thnis ares o2
assure comparison on a comparabcle basis is uncartain, we
note thar Parsons, based on Bechtel’s labcr racez, =z-.mates
the cost of increasing the number of quality assuranis and
environmenta. safety and health positiasns in Bechruel':s
evaluated management and support effert ©s the rnurcar
proposed py Parsnns as 512,036,251,

In addition to the cost adjustment required T acgount for
the differing approaches to segregating the evaluated man-
agement and support effort from the unevaluated environ-
mental restoration effort, the SEB’s financial adviser noted
a discrepancy among the cffercrs in the treatment of fees,
Parsons (and WMES) propcosed =2 allscate part ¢f itg proposed
fees to its subcontractors such thar no addicional fees

would be paid for by Parsons (or WMES} and reimbursed by
DOE., 1In copntrast, Bechtel did pot propose to share 1its
proposed fee with its subcontractors; rather, it would pay
them an additional fee, which in turn would be reimbucsed by
DOE., The financial adviser initially estimated chat tne
additional cost to the government of reimbursing Becntel for
the fees paid to its subconcractors would add $18 million to
$19 millisn to its proposed ccst, although after discussing
the question with the SEB, he revised this estimatz downward
to 514 million over the 5-year base period, Tr, at 579-581.
(Althouyh there does not appear to be a government estimate
in this regard, Parsons estimates the total adjustment o
the Bechrel proposal foar subcontractor fees for the base and
option period to be a minimum of $20.3 million. Tr. at
821.)

These upward adjustments to Bechtel’s probable cost required
to account for differing approaches with respect to segre-
gating the management and support effort from the environ-
mental restoration effort, and calculating DOE’s potential
exposure for the payment of fees could amount to up o
526,686,251 (withour consideration of any adjustment for
subcontractor fees during the option peried)., When cost
propocals are properly evaluated as provided for under the
solicitation, that is, when only offerors’ r.anagement and
support costs and fees are considered, Bechtel’s proposed
cost totals $245,461,268 and Parsons’ totals $235,573,512.
After considering adjustments for the segregation of costs
and the proper calculation of fees, the evaluated cost of
Bechtel’s proposn. could total as much as $272,147,519
(again, without consideration of any adjustment for
subcontractor fees during the option periond), that is,
15.5 percent more than Parsons’, Parsons’ resulting cosc
advanrage of up to 15.% percent therefore is substantially
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larger than the perceived 3.3 percent advantage~=-caicylated
by considering total contrac: cost, including 2nviranmencal
restoration costs~--upon which the S30 staz=23 ha paged nis
selection of Bechtel.®

It is not evident from the record how Bechiel’': idenz:fied
technical/business management strengths-~exzramaly strang
top management, strong personnel throughouz the arganizati-on
and flat organizational structure-—would offse- a ParsHns
cost advantage of up to $36,5374,007. As previzusly dis-
cussed, wWith respect to key pecple (which acczunted f:ar

200 of the 264~-point difference in total techn:ical/business
management scores), the SEB rated only 2 »>f Bechtel’s top
14 managers more gualified than Parsons’ top 14 managers.
Further, Parsons, as well as Bechtel, was viewed as having
an advantageous flat organization; the SEB noted as
strengths the fact tilat in Parsons’ approach the program
manager would report directly to the chief executive officer
of Parsons, the project division would report directly to
the manager, and the area project managers would be the
single point of authority for project area activities. In
addition, the SEB found the Bechtel and Farsons proposals
"equal" with respect to relevant past and comparable firm
experience and "basically equal" with respect to program
management; it also assigned them equal scores under the
evaluation criterion for corporate commitment.

in these circumstances, where Parsons' cost advantage of up
to 15.5 percent (536,574,007} over Bechtel was 4.4 times
greater than the 3.5 percent advantage upon which the

SSO based his source selection decision, and Bechtel’s
technical/business management advantage ralative to Parsons
does not appear to have been sianificant, we conclude that
the record fails to support “he selection of Bechtel under
the stated evaluatior scheme. We there=fore sustain the
protest on this basis.

WMES PROTEST
WMES challenges the evaluation of its technical/business

management proposal. We c:include, however, that DOE
reasonably determined it to be substantially less

JAlthough DOE reiterates the 5S50’s belief that the ultimate
cost to the government of award to Bechtel is likely to be
less than the corresponding ccst of award to Parsons, as
discussed below, the extent of Bechtel’s technical superior-
ity relative to Parscns is unclear. 1In any case, and more
significantly, the solicitation provided for consideration
of only the management and suppcrt costs and fees and the
5S0 has specifically disavowed any ability to calculate the
overall cost of performing the ccntracet.
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advantageous than Bechtel’s. In this regard, in rewviewi:ng a
protest against the propriety i an evalua-.2n, it 13 ncu
our function to independently evaluate prorssals and subsci-
tute our judgment for that of the agency. 3$e& Jenersl
Servs, Eng’a, Inc., B-2485458, Jan. 9, 1992, 3z-1 20 ~ 44,
Rather, we will review an evaluation only =2 assura =hac i=

was reasonable and ceonsistent with zhe RFDP avzlu:
cricteria. Id.

Here, DOE found that key WMES personnel possessed less
relevant experience than their Bechtel counterpvarts. While
10 of Bechtel’s 14 top managers wWere rated by the SEB as
ocutstanding and 4 were good, 11 of WMES’ 15 top managers
were rated as only good, 2 as satisfactery, and only 2 as
outstanding, Since WHES 1s challenging the evaluation of
only one of these 15 managers (and one additional employee
whose esperience was viewed as limited), we have no basis
to question DOE’s owverall conclusion that the gqualifications
of WMES'’ proposed key personnel as a whole were less
advantageous than the qualificatiosns ¢f Bechtel’s key
personnel.

In addition, the SEB concluded that, unlike Bechtel, WMES
possessed only limited environmental restoration experience
at large DOQE contiguous sites similar to Hanford. As
explained by the agency, large DOE sites such as Hanford
pose complex and difficult techneological and management
challenges as a result of their extensive contamination,
highly varied hazardous and mixed-waste contaminates, the
presence of such facilities as nuclear reactors, nuclear
fuel fabrication and research and development facilities,
and plutonium processing facilities, and the need to satisfy
multiple environmental statutes and regulatory agencies,

Tr. at 180-181. Although WMES cites those portions of its
proposal discussing its experience in performing support
work as a subcontractor, DOE distinguishes this experience
from the more demanding challenge of having overall respon-
sibility for managing an entire program at a large DOE site.
Likewise, DOE found WMES’ cited experience in managing large
construction projects not to be comparable to having respon-
sibility for a large environmental restoration project,

Tr. at 398-399, 401-402, 406. We think the agency’s
determination was reasonable.

DOE also determined that WMES proposed an overly complex
organizational structure characterized by a very large
number of organizational! units and the diffused assignment
of responsibility for work in Xey areas. DOE anoted that
under WMES' matrix managemen: approach, the area program
managers responsible for performing particular projects

are required to contract for rescources witly the managers of
the support organizaticns. Since the prcgram mandagers would
lack control over the suppert crganizations and direct
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discussions, The record shows that in discussisns 525 asked

WMES how its past experience in managing envirznmenta:

restoration proyrams was comparable to the reguirements of

the statement of work, Likewise, with respect =<5 I2CE’s

concern with WMES’ diffuse assignment of responsiciliczy faor

accomplishing work in key areas, the agency asked WMES, "how
=1

do you assign and control werk? Who resolves rescurce zon-
flicts?" 1In our view, these questions were reasonably
calculated to lead WMES generaily into the area cf its
proposal requiring amplification, and therefore met the
standard for meaningful discussions., See SeaSvace Corp.,
B--252476,2, June 14, 1993, 93-1 CPD € 462, Further, in its
comments on the hearing, WMES challenged the adequacy of
discussions with respect to the two managers whcse evalu-
ation it questions; it neither questivns the technical
evaluation nor the adequacy of discussions with respect to
the remaining 12 top managers who received lower ratings
than Bechtel’s managers., In addition, even though provided
with the opportunity during the protest to rebut the
agency’s determinaticn that it possessed only limited
environmental restoration eXperience a= large DOE contiguous
sites, WMES has been unable to do so,.

WMES (and Parsens) contends that in 1ts evaluation of
Bechtel’s experience DOE failed to consider the results

of DOE Inspector General’s (DOE IG) investigation of its
performance of a subcontract at the 0ak Ridge Natiopal
Laboratory in Qak Ridge, Tennessee. The DOE IG concluded in
an April 27, 1993, final report that the envircnmental data
produced by Bechtel was of questionable value for meeting
Bechtel’s contractual obligation tec provide data supporting
permanent remedial action.

DOE concedes that the SEB was advised of the DOE IG’s
tentative conclusions when it contacted 0Oak Ridge while
evaluating Bechrel’s BAFO in the period January 4 through
January 13, 1993. The agency reports, however, that DOE Qak
Ridge officials advised the SEB that they disagreed with the
DOE IG’s tentative findings and that they, the Environmental
Protection Agency and the State of Tennessee had all con-
cluded that the data guality was adequate and sufficient to
support remedial action. Indeed, DOE Oak Ridge officials
offered a very favorable evaluation of Bechtel’s performance
at Oak Ridge. In view of the preliminary nature of the DOE
IG’s conclusions (the DOE IG did not issue an official draft
report until March 4), the favorable evaluation of Bechtel’s
performance received by the SEB, and the fact that the ten-
tative adverse findings concerned only one of many contracts
cited by Bechtel in its proposal, we conciude that the SEB
reasonably did not significantly downgrade Bechtel’s rating
under the 2xperienge criterion.

WMES, like Parsons, also protests DOE’s cost evaluation on

the grounds that the agency’s most probable cost analysis
was incomplete and failed to account for the understatement
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of the evaluated costs =f Berfhtal’s managemen
effort. While Parsons’ =2valuiated ¢Ist propzsal
49,5 percent (758,368) more prcductive laber h:
Bechtel’s, WMES’ evaluated cost proposal was ta
11.8 percent (181,249) more productive laber his
(Likewise, while Parsons included 29 more initzi
34 final quality assurance and environmental s
health positions in its evaluated management a
effort than did Bechtel, WMES included only 14
24 final additional positions). More importantly, while

Bechtel’s technical/business management advantage relative
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to Parsons appeared limited, and amounted t3s only 2€4 evaly-

ation points (4.8 percent), DOE found that Bechtel’s
proposal offered significant advantages relative to WMES’
under 3 of the 4 technical/business management criteria,
amounting to a 799-point (16.2 percent) advantage,

We conclude that, given Bechtel’s significant advantage
under the technical/business management factor, the most
important evaluation factor, the likely increase in the

evaluated cost of Bechtel's proposal necessary to assure the
evaluation of cost proposals on a comparable basis would not

be sufficient tec give WMES a reasonable chance for award.
We therefore do not think the defective cost evaluation
praejudiced WMES.

RECOMMENDATION

Accordingly, Parsons’ protest is sustained, and WMES’
protest is denied. We recommend that DOE reevaluate the

Parsans and Bechtel proposals to determine the most probabla

cost to the government for management and support costs and
fees, taking into account any differences in approach
between the offerors so as to assure that proposals are
evaluated on a comparable basis. If this is not possible
with the information now available to the agency, we
recommend that it revise the solicitation if necessary,
conduct discussions with the 3 offerors, and then request
revised proposals. Further, Parsons is entitled to reim-
bursement of its protest costs, including reasonable
attorneys’ fees. 4 C.F.R. § 21.6(d). 1In accordance with
4 C.F.R. § 21.6(£f) (1), Parsons should file its claim for
costs, detailing and certifying the time expended and costs

incurred, within 60 days after receipt of the decision since

failure to file the claim within that time shall result in
forfeiture of its itight to recover costs,.

Comptroller General
of the United States
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